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Postal Service Financial Problems and 
Stakeholder Proposals 



Summary 

Even before the September 1 1 terrorist attacks and discovery of anthrax in the 
mail on October 5, 2001, the U.S. Postal Service (USPS) was in deep financial 
trouble. Although USPS froze 800 capital projects and imposed three rate increases 
in 18 months, its losses for the past 2 years still exceed $3 billion, and there is a 
growing consensus that USPS faces a longer-term set of problems that place the 
preservation of universal service at risk. Some mailers foresee an “economic death 
spiral” of more price rises further cutting mail volume, and requiring yet more price 
increases to cover operating costs of the vast postal network, with 800,000 workers. 

While there is widespread agreement that USPS has long-term problems, there 
is no consensus on their underlying causes. Some say that the business model of 
USPS is outmoded as electronic communication grows and volume declines. The 
board of governors blames an outdated regulatory regime and the lack of authority 
for USPS to control its prices, its wages, or its facility locations. Mailers point to low 
productivity, questioning whether USPS and its workers have appropriate incentives. 

Previous attempts to “modernize” the postal enterprise through legislation have 
foundered on profound differences of interest among such stakeholders as large 
mailers, employees, competitors, and oversight bodies. Proposals abound, however, 
and it is likely Congress will face some combination of the following: 

! Splitting USPS into competitive and noncompetitive (monopoly) entities, 
allowing more price and financing flexibility, as proposed in H.R. 22 during 
the last two Congresses, and H.R. 4970 introduced late in the 107 th Congress. 

! Relief from regulatory and statutory restrictions as proposed by the board of 
governors. USPS would have authority to set its own rates within a broad 
range, and wage disputes would no longer go to binding arbitration. 

! Privatization, which is the trend for posts elsewhere in the world and which 
the former postmaster general thinks is inevitable in some form. 

! An independent reform commission, to overcome immobilization by powerful 
stakeholders with irreconcilable interests, as proposed in S. 2754. 

! A redefinition of universal service, which now includes low-cost home 
delivery anywhere in the nation at a single low price, six days a week. 

! Internal reform, in accordance with a USPS “transformation plan” that calls 
on Congress to give USPS new authorities to generate savings and revenues. 

! A return to appropriations, not just to provide security from bio-terrorism, but 
to meet the uneconomic demands of universal service. 

This report provides background on USPS problems, and will not be updated. 
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